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§ e s
Tln Alaska, the

xatest obsracle to egual edecational

.

opportunity may exisl hecaure of inter-system variations and )

Inter-region variations." (tchool-¥inance in Alaska Report No. 1

tlementary and Secondary Education, p. viii.)

tor Public

The need to reduce ov elimisizee rhe iﬁteﬁ—rq&}on variations

¢ -

ameng, school distvicts is recognized, in the Puolic School Foundation
Program (PSFP) since it contains a provision whereby school districts

in rural and isolated areas may qualify for additional funds to meet '

The PSFP

-

their higher operating

[
o]
"
—
v,

actor which makes the ad-

justment for diffevent stes in diffevent aress of 'the state is

]
<

1

cal’ed the instructional unit allotment. : ‘

How well the instruccionak’unit alletment achieves its purpose

of wveducing inter~-region variations has been & continuing concern
.

to ~ll perspns and agencies responsible for equitable funding of
. .

cducation programs in Alaska's public schools., ‘This cencern became

more intense duriag the past year due largely to the formation of

21 Repional Educafion Attendance Areas whose 1976-77 srate aid would
béwﬁffectcd b& the instructional uﬁit allotment. City and borough
digtriuts were equaliy concerded aboug the validity ot the instructional

uslt allotments.  (See Exaibit 1, pace xid, for a map which shows how

the Instructional unic allotments are applied across the state.)
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Beracae of theso concerns, ~he Deparcament of Education asked
the staff of the Alaska School Finance Study at the Lenter vor
Northern Educakional Research (CNER) to move its planned examination
of the instructional unit allotments ahead several months. In this

‘ s . : . . ' .
way, results of the examination would be available in time for ad-
ministration and legislative consideration of statutory changes in

the PSFP if changes were indicated. Because of the limited time

I - -

available, and because an analvsis of cost of living indices in

.

‘Alaska was required, CNER enlisted the aid of the Institute of Social

and Economic Research (ISER). The~cooperatively—developed_research

1 .
; design called for an examination of relationships among (1) the

cost of living, (2) instructional unit allotments, and (3) school

'oporation costs in Alaska. This report is a result of that examina-—

tion.

Ed
The primary author of this report wes Michael J. Scotr,
- s - ’ . ! - - .
, : assistant professor of cconomics at ISER. Lee Gorsuch, ISER director,

wrote’ the introduction. Many others assisted in this project (see

- S

Acknowledvements) by providing related information and data and by

.reviewing early drarts.

. ¢

Although the subject of this report is generally limited to the

instructiounal unit allotments, it also raises questions about other
features of the Public School Fogndatién Program, most notably the

definition of hasic neod, and the relationship of 4 needed cest of
-iii-
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cducation index to this devinition,  The manv additional lines ov

inquiry sugpested oy this report also tead credibility to
. . .
importance or the Alaska School Finance Study, and to the

ralsed in Report Mo. 1 of the study.

Alaska's public school students deserve on education
11

to nene in the nat sn. It 'is hoped that this report will

modest contribution toward that goal.

E. Dear Coon

the

issues

second

make a

Assistant Director

Center forJNorthern

Educational Research

ot
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INTRODUCTION

Tt is generally-accepted that it costs more to live in Alaska
»

than elsewhere in the United States. For those who live in Alaska,

it is no news that the costs of living in the state have increased

substantially over the past several years, and not necessarily in

any fixed proportion tc what it would cost one to live in other

areas o} the nation. Similarly, vhe cost for one to live a particular
lifestyle in different afeas of Alaskargiéo varies. 1Indeed, based

on the evidence available, the "cost oﬁ‘iiving" differences within‘

Alaska are greater than the differences between Alaska and the lower

forty-eight states.

Both the federal and state gr -rnments recognize this "costr
of living" disparity and, consequently,;propose various‘policies
and guidelines to adjust programs and'éalaries accordingly. Because
the effects of high inflation experienéed by both the state and
nation in recent years are unevénly distributed, it seems appropriate

for the government to periodically assess, if not continually monitor,

changes occurring in the cost of living.

The United States Government does monitor changes in the "cost
of living" throughoit the nation through the use of a Consumer Price
Index, (CPI), updated monthly by the U.S. Department of Labor, Bureau

of Labor Statistics. Changes in the CPI for major cities of the

-xiii-



United states are reported quarterly and intercity cost comparisons

are made annually. Unfortunately, for Alaska, oanly one city
; « ¥

Anchorage, is currently included as a CP1 reporting unit.

v

In the abreence of having other national measures to discern
cost of living differenceg among Alaska's cities and regions,

various state agencies have constructed and use various "cest of

living" indicators. One such agencysis the Alaska Department of
f‘

ducation, which inherited fron Taéritorial days a percentage

.

§ .
allocation formyla for dfstributiﬁg-state school funds that re-

copnizes regional cost of living differences. This feature has
‘been continued, altheugh modified, and exists teday as the In-

.

struct ional Unit Allotment in the Public School Foundation Program.

LR

Although the following report constructs a "Jost of living"
(or cousumption) index and compares it Lo other '"cost of living"
meast res or allowances presently used by the state, the primary .
rocus of the study is to examine the relaticenship of the "cost of
living". allowances used in the Alaska School Foundation Program to
the actual cost of providing educational services. Despite the
primarvg purpose of the study. many readers may inadvertently mis-
use the index and overlook the central thesis of the study, pri-

) marily because of the confusion which exists betwren "cost of living"

differences and cost difrerences,  Underlying the confusion is a

[N

pervasive misunderstanding of what 2 "cost of living” index is,

17

O
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and a lack of appreciation of how i. can ke appropriately used. Ve
hope a brief irntroduction to the cost of living cencept can clarify
any initial misconceptions and place the following report in its

proper context,
o

A "cost of living'" index measures the relative costs for an
- average family to live in various 1ocalities?‘ & detailed budget
| " is prepared for an average family. The budget reflects how the famiiy
spends its;income, i.&., what proportion of the iﬁéome is épent on
) o what items. Once thg“@udget is,prépared,‘specific‘localitiés_are

selected to determine how much it would cost to purchase the same

budget items in. each locality.

The budget, or the primary categories of goods on which the
hypothetical family spends its income, remains unchanged between
placeé. Thus, the index measures relative pr. s for the same
"bundle of goods.'" 1t does notlmeasure how much it actually costs
pcople who live in the different localities to live there because
cach family may spend their incomes differently. In such instances,
a family's "coét of living" depends on how they spend their income.

v N
AR . . .
Cost of living indices, as they are generally constructed,

) require a standard budget of a typical family reflecting a single

lifestvle. Tt is probably impossible to construct one index which

accounts for Alaska's cultural and lifestyle diversity. Indexing

\ ].8

~ T
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simply requires a standard unit and anvone who uses an index must
be fully aware that the index homogenigps any diversity, culturat

- or otherwise, into & standardized average.

) ‘£ \ ‘ . -
Given the above explanation, if there is any relationship be-

tween ‘a "cost of living'- index and the actual costs of providing

educational services in public schools, it will not be a relatiom='

ship based on logic, but rather one which'by definition exists.

Thus, a school "spends what it gets," and since "what it gets" is

determined in part by some arbitrary "cost of living" allowance, = =

- ‘
El

a rélation;hip bétweeﬂ the two exists.

LLogically, to construct a means to account for éost of education
differences in allocating school funds would require that a "eost
of education'" index, rather than a "cost of.livlng” index, be con-
structed and used. Just us a "cost of living'" index requires a
defined and, standardized unit of measurement (the average family
budget), 2 school index would also have to define a standard unit.
And, as with "cost of living'" indices, a "cost of education" indeg
would not reflect what it costs a locality to educate its children
(for each locality may choose, if it has the option, to spend its

: -

school revenues differently), but the index would reflect what it

would cost to purchase a "“standard education'" in each localiry.

19
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]
We hope the fndlowing report will not only serve as a
temporary expedient, but will alao contrinute to future dis-
b cussions 5n how tﬁg state can most upﬁfopriately allow fbr
regional.aifferences in the cosc of providingieducational
services:
)
b i

Lee Gorsuch »
Director

.JInstitute of Social
and Economic Research

o 210
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g , CHAPTER 1

A Short History of Instructicnal Unit
1 . '
Allotments in the Foundation Program

.

Introduction

It has long been recognized by Alaskan residents that the nosts
of living and doing bu§iness in thé state gary sﬁbstanti&ily, depend-
ing on location within the state. In the_urban southeast regiong
southcentral region, and Fairbanké, these costs are hiéH ¥éiative ;
to the Lower 48.% In thevpﬁral areas, much of th; interior, and in
fhe north and west, costs of purchasing the same goodé andr services
as Lower 48 and urban Alaskan resiéents buy can become astronomical.
In addition, the ccsts of cperating schodi éystems are compounded
by problems of small populations frequently.spread over great dis- ‘
tances; isolation of the whole school system from cheapér‘sprface
transportation, forcing‘more frequent reliance on air; isolation of
individual schools, precluding efficient sizes -of buildings and uti-

-~

lization of staff; and more severe climatic conditions in some cases,

which cause a myriad of heating ard maintenance problems.

In recognition of the differences in operating costs associated
with difrerent locations, the laws of the Territory of Alaska, and
later the State of Alaska, provided for differences in the level of
funding which each local school distr;ct received from the state to

reimburse an increasingly large part of its operating costs. This



I
chapter of this report addresses the methods by which the state has
S <0

adjusted the basic school allotment for the differences in operating
costs associated with geograéhy. ~The rea;ons for the changes in
these methods are nét always clz2ar, since 1t appears that legisla-
tures have been more interested in tﬁe prop?rtiéns of opergﬁing ex-
penditures finded fhan in worrying abtout why the operating expendi—
/
tures varied in the first place. However, sihce'equity in funding
and the adequagy of those locational differentials to Support opera-

tions have become an issue, it is worthwhile to examine the history

of the differentials -. see how thec current differentials arose.

" Pre-Fourdation Program2
The original idea for intrastate adjusxmenfs in school funding
for the cost of living or the cost of doing business in diffevent
2

regions of Alaska has not been found; however, it appears that in

' Territoriai days, prior to ?rohibition, the majcr source foér funds
of the organized school districts was provided by 25 perceﬁt {after
February 6, 19039, 30 percent) of the Alaska Furd, which congisted
of "all moneys derived from and collected for liquor licenses, oc-~
cupation, or trade licenses issued for areas outside incoppor ted
towns in the Districts of Alaska', plus 50 percent of these license
moneys collected within the incorporated limits.3 At that, time, the
Territorial Législature was prchibited by its "Organic Act" from

passing laws relating to the establishment and the maintenance of
-2

O
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: . ‘ \
g + schools and from appropriating territorial money for the support of‘v

schools. In March, 1917, the legislature was permitted to fund

schools for the first time, ant%cipating the onset of Prohibition

in 1918, which“was to remove the only source of funding for .szhoois.

The‘Third Session of the Territorial Legislature passed several

school-related acts, including oné which provided: for reimbursement

cf 75 percé:t of actual.expenditures'for maintenance of schools,

and one which allowed ghe incorporation of school districts cutside

incorporated tdwns to le?y and collect pr?perty taxes up to ten mills
" on real property; passed for the benefit 6f Anchorage and.Nenana,

/
both government towns at that time.

J In the Biennial Report of the Commissiloner of Education for the

biennium qued June 30, 1920, the first reference is made féldiffer—
entiails in reimbursement of schocl districts based on differences

) ‘ in cost of living.' The repcrt contalins a recomnended annual salar
schedule for the school year 1920-21 for the four Judicial Divisions

as follows:5

Elementary k High School
J Teachers Teachers

1st Division (Southeast) ’ $1,350 $1,500
2nd Division (Northwest) 1,550 1,700
) drd Division (Séuthcentral) 1,450 1,600

4th Division (Central) 1,650 1,800

[N

| S
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In recommending ninimum and maxinum teacher salary rances in the

Biennial Report for the bienrnium ended June 30, 1822, the repors

22,

noted in part:

There is justificatlon for a difference in :the
salaries c¢f teachers in the different sections

of Alaska. In recommerding salaries, the de-
nartment has taken into consideration the -
‘varying costs of transportation and livipp. S
{Emphasis supplied by present author.)

.

'

Ir. 1isht of later difterentials, these may seem exceptionally ™l

[®)
b
s

however, during those years about 40 percent ¢: the scheol distri

outside of incorporaced fowns: provided ~teacher living quarters, an.d
il 4
there ma, have been a lése obwious difference between urban and
§ - 7
rural areas in costs of livirg than exists today.
The recommended ninimim salary schedule changed from time to
. LR 'h Y . - 3 LR . N .
N titne, but the aresa Jdirterentials based on the tour judicial divi-

sione Jid not chanpe substantially.  Southeast Alaska (ist Division)
wias alwavs the base, Southwest and Uouthcentral Alaska (3rd or South-
central Division) rsot an intermedicte amount, abtout five to ten zer-
cent abkove the SCuIE?dST, and the lloerthwest (2nd o “on) and

Pairbanks and the Intericr (Lth

F920-25, For example, trancrortation ¢f pupile within distris
belame vooimhure 3}‘law.g Mulilnle sliancen of echacls wone oredad
Pera, which slliowed 90 Do NS X vonohioeln el Tes
L STOAanT ol ; Tk SR CO. eyon
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Also with respect to regional adjustments, the report recom-
mended in an alternate plan that the cost of financing the (then-
existent) state salary schedule could be computzd for each district
and for the state-operated schools by 1océtion, and tha: tlat cost
be added to other items to determine basic need. The : !.otment per
pupil, it was then recommended, should be regionally a:“usted, $140
per pupil in the Southeast, $150 in the South Central, and %160 in
the Central and Northwest Judicial Divisions, with a single amount

being allocated for each separate school, or "attendance center,"

with $£2,000 for elementary schools, $4,000 for high schools.

As actually adopted in Chapter 164, SLA 1962, the regional
adjustments‘and Foundation Program (the term was first used in the
advisory study) were a hybrid of existing programs, new idJas,land
the report's primary and alternate recommendations.” The Feaching
units were computed as recommended, but additional units were al-
lowed for administrative expenses in districts over 600 ADM;
secondly, for districts over 700 ADM, one additional teacher unit

was allowed for a principal in buildings with eight or more class-

-\

rcoms, and a vice-principal in any school with 24 or more classrooms.

Instead of the 20 percentage points regionsl adjustments which had
existed previously, the total cf teacher units was multiplied by the
average teacher salary in the district to get the teaching allorment.

The ~“lst $...00 per attendance center was adopted from :he primary

recommendations, and tne 1140, 156, and $150 per ADM on the s+tudent
b b

-9-
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a-l>tment from the alternate recommendations, with the exception
1adt the part of the Southcentril District to the west of 152° West

' Longitude (basically, Southwest. Alaska) was included in the $160

region. Local tax effort required was set at 3:Svmills, and the

ten percent local cost adjastment factor was not adopted.

Several adjustments’to the funding formulas were adopted be-

tween 1967, when the original Foundation Program was passed into
law, ard the next majcr revision in 1970.20 1n 1963, additional
teacher units were authorized for special education; and in 1966,
kiadergarten pupils were counted in Average Daily Nembership for
kthe first time, with two kindergarten ADM equivalent to one elemen-
tary pupil ADM. In 1968, the old ADM.allotment schedule was revised
upward, but not proportionately. Whereas the previoﬁs program had
authorized $140, $150, and $f§0 per pupil in the Southeést, South-~
central, and Central—Northwes£ Divisions, the new schedule shifted
upward by a flat $15, reducing the relativé-increments from 7.1 per-
" cent to 6.5 percent, and fgbm 14,3 percent to 12.9 percent. By, some
additional terms of this ng (Chapter 125, SLA 1968), prqvision was

!

made for some of the small districts, and districts lacking in local

/

tax ;éééhrces which héd;Been ignored when the recomﬁegded adjustment
”for tax effort increments over 3.5 mills was not adopted in the 1962
act. A complicated fo%mula distributed ar average equivalent addi-
tional $15 per pupil Qhere size or availability of local resources
o 30
-10-



led to d.-arities. TFor districts with ADM over 6500, the formula was

$15 per ADM
(District Equivalent Valuation per Pupil *
Statewide Average Equivalent Valuation

Supplemental Allocaticn =

) per Pupil)
For distri ‘s with below average valuation per pupil and below 600 ADM,
) s :
Supplementil _ $15 per ADM . . .
. = : < > : % (1.10) x (600-District ADM
Allocation (District Equivalent Valuation A ) )
per Pupil + Statewilde Average
Equivalent Valuation per Pupil)
b . In 1962, two changes were made to the Foundation Program. The
. . 21 .
first removed the requirement for local effort. This had the ef-
fect of increasing allocations to all districts without reference
4 to their abili+v to pay. However, this did not change the implicit
regional cost adjustments. In addition, special help was provided
for school dis*ricts impacted by state activities where pupils'
b parents or guardians lived or worked on state property not taxable
. . 22
by the district.
P . . The effect of the regional cost adjustments carnot be separatgd
from the effects of the rest of the funding formula and locel =zfferts.
It is worth noting that in a majority of cases, spending per pupil
b increased relative to Anchorage (Table 1.1) during the period 1362-69.
Since the Southeast Division was still considered the least expensive
in which to operate a scheol, and srate funding reflected this, it
Y is not wspecially surprizing that mest districts in this Divicion
R
~11-~
b
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Table 1.1
!
District Schools: Average Expenditures
(Less Capital Outlay-and Debt Service)
per ADM as a Percent of Anchorayge

1963-64 1966-67
District through tarough
1965-65 1968-69
Anchorage 10C.0 . . 100.0
Bristol Bay 130.6 154.8
Cordova 82.6 90.5
Craig 116.8 142.2
T Dillingham ‘ 125.0 128.2
"\ Fairbanks 114.4 121.7
\\\Galena —— -——
Haines 116.8 ©98.0
Hoonak, 97.0 : 100.2
Hydaburg ‘\\\\\ 113.4 103.1
Juneau 88.1 97.9
Kake . 111.8 100.0
Kenai —~—r’ 113.3 . 114.0
Ketchikan N 84.0 : 90.4
King Cove o 108.3 102.2
Klawock 117.9 109.6
Kodiak ) 90.4 97.5
Matanuska-Susitna 125.0 ‘ 131.3
Nenana 112.8 124.9
Nome ’ 91.6 87,7
North Slope AN -
Pelican 112.6 112.6
Petersburg 90.7 90.9
Selawik ~-—- -—-
Sitka 38.4 93.6
Skagway 108.3 107.0
St. Marys —— 652.6%
Unalaska 86.2 104.1
Valdez 117.6 122.8
Wrangell 90.4 9y, 7
Yakutat 105.3 1u43.8

*1966-69 only

Source: Department of Education, Annual Reports,

-12-~
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ﬁaﬁhowed expenditures per pupil less than that in Anchorage. Only a
few districts spent sipgnificantly more;per pupil than Anchorage did
over the period. It is not certain whether this occurred entirely
because of lack of local tax base (several districts increased ex-
penditures signi%icantly after the funding increase, and removal
of the required-effort clause in 1959), or because costs were not
as far above Anchorage for similar programs as commonly supposed.
See Table 1.2 as an example of the uneven increase in expenditures
when funding periodically increased, as it did with the increase in

-
allotments in 1968."3

In 1869, a second major study of the Foundation Program.was
conducted with the suprort of the U.5. Office of Education?L4 The
research was undertaken as a result of two events in 1989. The
first was that "the U.S. Congress and Alaska State Legislature had
eliminated two deduction factors that had provided elements of
quglization among, districts.”25 The second was the increasing level
of state:participation, which indicates that perceived inequities
still existed.:)6 The final reporf was published in Jenuary, 1970,
and included as one of its recommendations

That the state adopt an equalized percentage
method for determining the state's share of
operating revenue for the basic program for

each district. (Emphasis supplied by the
present author.)2

~13-
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‘Table 1.2 -

Total Expenditures (Less Capital Outlay and Debt Service)/ADM
1967-68 and 1968-65 School Years

School District 1967-68 - 1968-69
Anchorage 3757 $87u
Bristol Bay 1,405 1,277
Cordova 707 824
Craig 1,144 1,285
Dillingham 1,082 - 1,206
Fairbanks-North Star 928 992
Haines-Pt. Chilkoot 792 714
Hoonah 752 865
Hydaburg 899 712
Juneau . . 795 776
Kake 706 1,040
Kenai Peninsula " BBY 978
Ketchikan-Gateway o 701 818
King Cove 925 763
Klawock 875 1,059
Kodiak Island 761 928
Matanuska-Susitna 1,039 1,102
Nenana - a58% 1,059
Nome 767 824
Pelican ) 795 1,284
Petersburg 1709 785
Sitka 685 896
Skagway . 877 940
St. Marys - 547
Unalaska 691 1,052
Valdez 1,021 1,054
Wrangell - 669 784
Yakutat 1,246 1,025

%ljialf-day kindergarten

Source: Department of LEducation, Annual Reports.
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The study regom@ended a chdngc'in the basic plan for financing

public elementary and secondary education, which would contain two
elements: a "standard" or "basic' educational program, which would
be supported by an Equalized Percentage Plian, and -a séries §f sup-
plemental programs to compensate for unique needs of each'district.
The report was confined to basic education. Further, on page 6 of

the Final Report comes this recommendation:

One element necessary for the achievement of
accountability is the determination of unit

costs for each program. Alithough such costs,

would tend to vary from program to program

and district to district, such variations

should be subject to logical explanation. .

Had the report proceeded to recommend that cost of operations be
determined for program budget line items in different parts of

the state, true indicators of differences in the cost of education

might have been obtained.

In fact, however, the report recommended that "basic need' be
determined in dollars, not programs, and be derived from the number
of instructional units allowed for each district. The inétructional
unit was depencent on ADM, plus allowances for special education and
vocational education. The 5chedules were similar to the old teaching
units schedules. Basic need was determined by multiplying the num-
ber of instructional units times the 'base allatment." The report

then says:

The base allotment is increased by percentage
factors, depending on variations :n cos*ts of
providiné instruction in different parts of
Alaska.?

~15~



This seems clear enough, but>perhaps because of the lack of suffi-
cient economic data mentioned among other data deficiencies, the
report recommended in its proposed legislation dollar increments
based on the Judicial Division boundaries included in the old (pre-

1970) law which work out as follows in percentage terms:

1; Southcentral, Southeast 100 percent of Base Allotment

2. Central 105 perceﬁt of Bése Allotment

3. DNorthwest » 110 percent oleése Allotment

4. Lack of access to Anchorage, Additional 5 percent of‘ |
Fairbanks, or Ketchikan by Base Allotment

road, rail, or ferry

In the proposed law, these were called InstructionaltUnf&'AllOFments.
When the Advisory Council on State Financial Support29 met.to hear
the consultants' report, the Council changed the recommended language
to speak of the Instructional Unit Allotment as percentages of the
base instructional unit allotment, the lattef:ic be assigned in a
separate section of the law. This may be the scurce of bgﬁt Pf.the
confusion over the propef regional adjustments, since the Council
said, in explanation:

The Council feels that Section 14.17.051, as

proposed, should be changed to reflect a base

instructional unit allotment and additional

factors for cost of living rather than fixed

dollar amounts. (Emphasis supplied by present
author. y3U




There was no accompanying justification for either the consultants'
or Council's set of numbers, but the Council dié recommend a dif-

ferent set:

1. Southeast, Southcentral 100 percen{ of Base Allotment
2. Central 110 percent of Bese Allotment
3. Northwzzot 115 percent of Base Allotment

4. Lack of access to Anchorage, 105 percent of Instructional
Fairbanks, or Ketchikan by Unit Allotment {(as determined
rail, road, or ferry above)

The Council's percentages.were adopted into law in 1970 (Ch. 22§,

SLA 1970), but it is entirely unclear what relationship they bore to
either the relative costs of operatf;ns, or to the relative costs of
living. The average actual annual expencditures per student, and the
cost of service adjustment factor implicit in the Instructional Unit
Allotments are shown irn Table 1.3 for the years 1971-72, 1972-72,
and 1973-74. The chenge in the funding system, with Anchorage as
the new base, increased the relative level of expenditures per stu-
dent compared to Anchorage in every school in the state except
Fairbanks. On a per~studentxbasis, the new funding formula and
economic éonditions permitted or forced expenditures which were
higher than the regionai adjustment factors alore would have indi-
cated. It may have been partly as a result of corparing actual ex-
penditures with the unexplaired r gional adjustments in the 1970C

law which adjusted for '"cost of living“ or '"cost of operations' that

ultimately led the Department of flucation to adort as their new
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Table 1.3

District Schools: Average Lxpenditures

A e N ™. - - . L SN -
per AIM as a Percent of Anchorare

Cost ool

Jistrict Cervice

Adiustment
Anchorage 100 100.¢
3ristol 17706 120.75
Cordova , 125.9 105,90
Craiz 181,73 100.0
miilingham . 1ea.7 11505

fairbanks
Galena
Halnes
Hoonah
Hydaburg

T O

woro 4

Juneau
Kake
Kenai
Ketchikan
King Cove
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Klawock 167.5 100.C
Kodiak 127.3 105.0
Matanuska-Susitra 138.0 100.0
Nenana 175,838 11000
Nome 1490.2 120.75
’—‘ North Slope 197.0% 120.7%
Pelican 193.1 105.0
Petersburg 115.8 100.C
Selawik -—- -
Sitka 105.7 100.0
: Skagway .

o W
} O O
W
<o

5t. Marys
Unalaska
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Yakutat
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24. This study was 1one :nder the auspices of the Advisory Council
on State Finuncial support, an ad hoc committee appointed by
Covernor Keith Miller. The final report of the Advisory Coun-

cil, Alaska Department of Fducation, Final Report and Reccommenda-
3 tions of the Advisory Counci’ on §t=te Financial Support to
5 Public S« Schools, Juneau, Alaska, Jaruary 1970, contains the
study recommendations, plus changes suggpated by the Advisory -
Council. :

§. 1Ibid.% "Background of the Study."
26. Ibid.

27. 1bid., 3.

28. 1Ibid., p. 8.

23. See Footnote 24,

3¢. Final Report, p. 19.

See Alaska Department of Community and Regional Affairs, "Summary
of Administrative Changes,' 1975,
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CHAPTER 2
. A\
Comparison of the Instructional Unit Allotments with

Available Alaskan Interregional Cost of Living Indices

Introduction

As discussed in the previous chapter,‘the feature of the
Public School Foundation Program desiéned to compensate school
districts for interregfonal cost differences is called the in-
structional unit allotment. Sometimes, it is referred to as a
regional differential. The percentage of this allotment depends
upon the geographic location of school districts and varies on a
scaleifrom 103.75 percent to 133.75 percent. The table of differ-
ent instructional allotment values will hereafter in this report

) . ) . . . ) 1
be referred to as the Tustructional Unit Allotment Index.

This chapter addresses the question of -whether the current”
[nstructional Unit Alictment index allows for actual differences
in the "cost of living" in various parts of Alaska. There are two

fundamental problems associated with accounting for differences

in the costs of purchasing and utilizing goods and services in the
various parts of the state. First of all, the requisite data are
simply not asailable.  Secondly, the group of pocds and cervicoes



-
\*.

which people actually consume (alsc called "market basket' op "2on~

sumption bundle") in the urban parts of Alaska differs-from that

which is consumed by the people of rural Alaska. This second prob-

lem is more subtle and fundamental.

-
Since the seconc problem is the mors basic of the two, it will
be discussed first. Tollowing this will be a discussion of the
limited Alaskan data sources and their use in creating a "cost of
living" index for Alaskan locations. Finally, the Instructional
’ Unit Allotments, which are apparently based on a 1972 Division of
Personnel survey and additional Qork Jdone in 1974 by the Department
of Community and Reglonal Affairs, will be compared to both inter-~
reglon:l price differences and indicaters provided by cost of livirg
Adjustments in neyotiated lalor contracts. < In this way, the stu
provider seme insight into the guestion of whether the Instructional

Pnlit Allotments an*ualily coaptunc interrepioral differences in the

costoos Living
rotinal o Probler, LRLIeR Ny Tor Costs of Living

VO CoaTnaln Wit lnowRis vnoinlste and statisviciars have

eaRTreser s the chasyes Lo Mooty o livingY at oa place over time,
i : GRS trereln o In Vcont of Living" at oa ¢ time

clween (lunon, : s teoor oot inden Hoosuch oo
X e ST ot U Il clifzvenzes in "Costs o

y! , : Pivirg chould aluavre b

Lo v
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The "c-st of living" index usually ;s constructed by systemati-
cally obtaining the totdl price of that group of goods and services -
actually knéﬁn to be éurchased or utiiized at a
time (also called a "market basket" or "consumpt ion bundle'). The
total cost of this consumption bundl€ is then ccmpared to the cost

of the (theoretically) identical bundle at the same location over

time, 43 in the case qof the U.S. Bureau of Labor Siat%é%ics' Con-

sumer Price Index (CPI) or the- bundle's total cost is compared to

v

the cost of a similar bundle of goods and services supporting an
eQuivaleht'standard of_living in another leccaticn, as in the peri-

odic BLS budéét comparisons for standardized households at several

U.S. urban locations.3 Either type of comparison depends for its
effectiveness on the presumption that the "costs of living" in a

lccaticn consist largely of goods purchased by households in the

market place, plus tax paymeﬁts; secondly, éhat the technician con-

structing the index has.chosen a bundle of goods and services thch

actually provide the same standard of living at all locations or

g,

times being compared. The fact that neither zssumption is ever

wholly zccurate is why there is never a perfect '"cost of living"

Trdeas
Inaei.,

For example, various Alaskan locations differ markedly in bene-
fits and costs which are not the result of market purchases or tax
payments.  Included are differences in the proximity and quality

of various kinds of {ree recreation oppertunities, the opportunity
-26-
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to pursue subsistence activities, the quality of interper~onal re-
lationships, and the levéis of noise, pollution, and inconvenience
associated with different locations in Alaska." None of these is
traded in’mge market place or has a market price, but all are cer-

tainly part cf the bundle of costs and benefits which people actually

associate with living in a place. Secondly, the bundle of‘traded

- goods also differs in quantity end type between places in ways that

are difficult to incorporate into a single common standard of living,
because people substitute some consumption for cost in sﬁbtle ways,
Eoth when goods are more zostly and when their incomes are lower.
One such substituticn is made in areas in Alaska without significant
road nets. In such places, a boat or a snow méchine may be substituted
for a car as the principal means of local transportation. If so, _
and if the costs of passenger miles differ between modes, there is
a question whether a "cost of living" index should account for only
the ditferences in costs of car trarnsportation between tlaces; or
g

whether the market basket be adjusted to count a snowmobile and/or a
boat as "equivalent" to a car for loch transportation, sc that the
index measures both price and consumption differences. More generally,
there iz a <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>